§563b.105

strategic plan that outlines the objec-
tives of the proposed conversion and
the intended use of the conversion pro-
ceeds.

(b) You should also consult with OTS
before you file your application for
conversion. OTS will discuss the infor-
mation that you must include in the
application for conversion, general
issues that you may confront in the
conversion process, and any other per-
tinent issues.

§563b.105 What information must I in-
clude in my business plan?

(a) Prior to filing an application for
conversion, you must adopt a business
plan reflecting your intended plans for
deployment of the proposed conversion
proceeds. Your business plan is re-
quired, under §563b.150, to be included
in your conversion application. At a
minimum, your business plan must ad-
dress:

(1) Your projected operations and ac-
tivities for three years following the
conversion. You must describe how you
will deploy the conversion proceeds at
the converted savings association (and
holding company, if applicable), what
opportunities are available to reason-
ably achieve your planned deployment
of conversion proceeds in your pro-
posed market areas, and how your de-
ployment will provide a reasonable re-
turn on investment commensurate
with investment risk, investor expecta-
tions, and industry norms, by the final
year of the business plan. You must in-
clude three years of projected financial
statements. The business plan must
provide that the converted savings as-
sociation must retain at least 50 per-
cent of the net conversion proceeds.
OTS may require that a larger percent-
age of proceeds remain in the institu-
tion.

(2) Your plan for deploying conver-
sion proceeds to meet credit and lend-
ing needs in your proposed market
areas. OTS strongly discourages busi-
ness plans that provide for a substan-
tial investment in mortgage securities
or other securities, except as an in-
terim measure to facilitate orderly,
prudent deployment of proceeds during
the three years following the conver-
sion, or as part of a properly managed
leverage strategy.
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(3) The risks associated with your
plan for deployment of conversion pro-
ceeds, and the effect of this plan on
management resources, staffing, and
facilities.

(4) The expertise of your manage-
ment and board of directors, or that
you have planned for adequate staffing
and controls to prudently manage the
growth, expansion, new investment,
and other operations and activities
proposed in your business plan.

(b) You may not project returns of
capital or special dividends in any part
of the business plan. A newly converted
company may not plan on stock repur-
chases in the first year of the business
plan.

§563b.110 Who must review my busi-
ness plan?

(a) Your chief executive officer and
members of the board of directors must
review, and at least two-thirds of your
board of directors must approve, the
business plan.

(b) Your chief executive officer and
at least two-thirds of the board of di-
rectors must certify that the business
plan accurately reflects the intended
plans for deployment of conversion pro-
ceeds, and that any new initiatives re-
flected in the business plan are reason-
ably achievable. You must submit
these certifications with your business
plan, as part of your conversion appli-
cation under §563b.150.

§563b.115 How will OTS review my
business plan?

(@) OTS will review your business
plan to determine that it demonstrates
a safe and sound deployment of conver-
sion proceeds, as part of its review of
your conversion application. In making
its determination, OTS will consider
how you have addressed the applicable
factors of §563b.105. No single factor
will be determinative. OTS will review
every case on its merits.

(b) You must file your business plan
with the Regional Office. OTS may re-
quest additional information, if nec-
essary, to support its determination
under paragraph (a) of this section.
You must file your business plan as a
confidential exhibit to the Form AC.

(c) If OTS approves your application
for conversion and you complete your
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conversion, you must operate within
the parameters of your business plan.
You must obtain the prior written ap-
proval of the Regional Director for any
material deviations from your business
plan.

§563b.120 May I discuss my plans to
convert with others?

(@) You may discuss information
about your conversion with individuals
that you authorize to prepare docu-
ments for your conversion.

(b) Except as permitted under para-
graph (a) of this section, you must
keep all information about your con-
version confidential until your board of
directors adopts your plan of conver-
sion.

(c) If you violate this section, OTS
may require you to take remedial ac-
tion. For example, OTS may require
you to take any or all of the following
actions:

(1) Publicly announce that you are
considering a conversion;

(2) Set an eligibility record date ac-
ceptable to OTS;

(3) Limit the subscription rights of
any person who violates or aids a viola-
tion of this section; or

(4) Take any other action to assure
that your conversion is fair and equi-
table.

PLAN OF CONVERSION

§563b.125 Must my board of directors
adopt a plan of conversion?

Prior to filing an application for con-
version, your board of directors must
adopt a plan of conversion that con-
forms to §§563b.320 through 563b.485 and
563b.505. Your board of directors must
adopt the plan by at least a two-thirds
vote. Your plan of conversion is re-
quired, under §563b.150, to be included
in your conversion application.

§563b.130 What must I include in my
plan of conversion?

You must include the information in-
cluded in §§563b.320 through 563b.485
and 563b.505 in your plan of conversion.
OTS may require you to delete or re-
vise any provision in your plan of con-
version if OTS determines the provi-
sion is inequitable; is detrimental to
you, your account holders, or other

§563b.135

savings associations; or is contrary to
public interest.

§563b.135 How do I notify my mem-
bers that my board of directors ap-
proved a plan of conversion?

(a) Notice. You must promptly notify
your members that your board of direc-
tors adopted a plan of conversion and
that a copy of the plan is available for
the members’ inspection in your home
office and in your branch offices. You
must mail a letter to each member or
publish a notice in the local newspaper
in every local community where you
have an office. You may also issue a
press release. OTS may require broader
publication, if necessary, to ensure
adequate notice to your members.

(b) Contents of notice. You may in-
clude any of the following statements
and descriptions in your letter, notice,
or press release.

(1) Your board of directors adopted a
proposed plan to convert from a mu-
tual to a stock savings institution.

(2) You will send your members a
proxy statement with detailed informa-
tion on the proposed conversion before
you convene a members’ meeting to
vote on the conversion.

(3) Your members will have an oppor-
tunity to approve or disapprove the
proposed conversion at a meeting. At
least a majority of the eligible votes
must approve the conversion.

(4) You will not vote existing proxies
to approve or disapprove the conver-
sion. You will solicit new proxies for
voting on the proposed conversion.

(5) OTS, and in the case of a state-
chartered savings association, the ap-
propriate state regulator, must ap-
prove the conversion before the conver-
sion will be effective. Your members
will have an opportunity to file written
comments, including objections and
materials supporting the objections,
with OTS.

(6) The IRS must issue a favorable
tax ruling, or a tax expert must issue
an appropriate tax opinion, on the tax
consequences of your conversion before
OTS will approve the conversion. The
ruling or opinion must indicate the
conversion will be a tax-free reorga-
nization.
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